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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006
2028872375

Kimberly M. Kirby
Senior Manager
FCC Affairs

EX PARTE OR LATE FILED

December 10, 1996
DEC r 0 t~96

Mr. William F. C~to~, Acting Se~r~taryFede"'l C'n1, .,:~;~.:.,.. .
Federal Commumcations CommIssIOn ::}'1h<l;.(""·,'li;: Cornmlssion
1919 M Street, NW Room 222 Ul1IGIl ol:Jecl£la.ry

Washington, DC 20554

Re: Implementation ofTthe Non-Accounting Safeguards of Sections 271 and 272 of the
Communications Act of 1934, as amended; and Regulatory Treatment of LEC
Provision of Interexchange Services Originating in the LEC's Local Exchange Area,
CC Docket No. 96-149

Dear Mr. Caton:

On Monday, December 9, 1996, Mary Brown and I ofMCI met with Jim Casserly. The purpose
of the meeting was to review MCl's position in this proceeding as stated in MCl's comments.
The attached documents were used during the meeting and outline the topics discussed.

Due to the late hour of the meeting two copies of this Notice are being submitted to the Secretary
of the FCC in accordance with Section 1. 1206(a)(I) of the Commission's rules the next business
day.

~ryn.~
Kimberly M. Kirby

Attachments

cc: Jim Casserly (w/out attachments)

No. of Copies rac'dO~ I
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Sections 272 and 271(e)(1)

MCI Communications Corporation

December 9, 1996



Section 272 (b), (c), (e) and (g)

+ (b) Structural and Transactional
Requirements

.. + (c) Nondiscritnination Safeguards

+ (e) Fulfilltnent of Specific Nondiscritnination
Requiretnents

.+ (g) Joint Marketing



Section 272 (b): The separate
affiliate required by this section -

! • (1) shall operate independently from the Bell
operating company;

. • Applies to holding company as successor and assign
under Section 3(4)(A) and (B) to the extent that holding
company performs BOC functions.

• BOC cannot use any third party as vehicle to coordinate
activities with LD affiliate that may not be coordinated
directly.

. • Requires. complete physical, operations, and
administrative separation.



Section 272 (b): The separate
affiliate required by this section -

,\

. + (2) shall maintain books, records and accounts
in the manner prescribed by the Commission
which shall be separate from the books,
records and accounts lllaintained by the Bell
operating company of which it is an affiliate;

+ Does not preclude affiliate from perforllling
functions that have been traditionally
outsourced -- not functions that become
outsourced in anticipation of competition.



Section 272 (b): The separate
affiliate required by this section -

+ (3) shall have separate officers, directors, and
employees frotn the Bell operating COInpany of
which it is an affiliate;

+ Does not apply to limited outsourcing
': functions.



Section 272 (b): The separate
affiliate required by this section -

.\

+ (4) may not obtain credit under any
arrangement that would pennit a creditor,
upon default, to have recourse to the assets of
the Bell operating COlTIpany; and

Exception:' None.



Section 272 (b): The separate
affiliate required by this section -

,i

. + (5) shall conduct all transactions with the Bell
operating COlTIpany ofwhich it is an affiliate
on an ann's length basis with any such
transactions reduced to writing and available
for public inspection.

Exceptions: None.



.\

The FCC must take the following steps now in
order to ensure that the DOC and the affiliate
are dealing at arm's length:

Now: HOCs must cease all on-going LD construction in
anticipation of in-region entry.

Now: HOCs must file detailed financial reports relating
to in-region LD construction.

Once Separation rules are established the BOC affiliate must
reimburse the BOC for LD construction.



Sections 272 (c) (1) and 272 (e)

• Nondiscrimination Rules Apply To
Transactions That Are Otherwise
Allowed

• Limit On Authority, Not Grant of
Authority To Violate 272(a) and (b)

• Focus On Provision By BOC Of
Exchange Access To LD Affiliate



Section 271 (e)(I): Limitations
.\ + An IXC may not:

(1) Condition the offer of long
distance service on purchase of
resold BOC local service and vice
versa.

(2) Offer cross-product discounts for
resold BOC local service and IXC
long distance service.



Reporting Requirements Should
Not Be Burdensome

+ Existing Reporting Requirement Should Be
Maintained With Two Minor Additions

+ The FCC Cannot Assume Good Faith

+ Section 272 Is Not "Self-Executing"



Criterion ARMIS 43-05 Co••eD"

local Service Installation Interval Already report: Must be brokcn out among DOC,
TABLE II -INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Scrvice)

INSTALLATION INTERVALS:
Linc 0130: Total Number ofCircuits or Orders
Linc 0132: % Commitments Met
Line 0134: Average Interval

Additional Linc Installation Interval Analogous to ARMIS 43-05
Installation Intervals

Must be broken out amona BOC,
affiliate, other

Custom Calling Installation Interval Analogous to ARMIS 43-05
Installation Intervals

Must be broken out among BOC,
affiliate, other

local Carrier Changc Interval Analogous to ARMIS 43-05
Installation Intervals

Must be broken out among BOC,
affiliate, other

Exchange Access Service Trunlcffransport Already report: Must be broken out among BOC,
Installation Interval TABLE I-INSTALLATION AND REPAIR affiliate, other
(OSIIDS3/S0NET/Dark Fiber) INTERVALS (Interexchange Access)

Must report OS IIDS3/S0NETIDark
INSTALLATION INTERVALS: Fiber only (c:ombined special and
Line OlIO: Total Number ofOrders or Circuits switched access data)
Line 0112: % Commitments Met
Line 0114: Average Interval (in days)
(reported separately for switched and special
access)



PIC Change Interval Analolous to ARMIS 43-oS
Installation Intervals

Must be broken out amona BOC,
affiliate. other

Local Service Average Repair Interval Already repOrt: Must be broken out among DOC,
TABLE II-INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Service)

INITIAL TROUBLE REPORTS
line 0145: Out of Service Rpair Interval
Line 0147: All Other Rpr. Interval

local Service Initial Trouble Reports Already report: Must be broken out among BOC,
TABLE II-INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Service)

INITIAL TROUBLE REPORTS
Line 0141: Initial Trouble Reports
Line 0144: Out of Service Trouble Reports
Line 0146: All Other Trouble Reports

Local Service Repeat Troubles as a percent of AIr~ady report: Must express the ratio of Line 142 to
initial trouble reports TABLE II-INSTALLATION AND REPAIR line 0141 as a percentage

INTERVALS (Local Service)
Must be broken out among BOC,

INITIAL TROUBLE REPORTS affiliate, other
line 0141: Initial Trouble Reports

REPEAT TROUBLE REPORTS:
Line 0142: Repeat Trouble Reports



Percentage of interexcbange access trunk Already report: Must express the ratio ofLines )89
groups exceeding an industry standard for TABLE III - TRUNK BLOCKAGE or 190 to Line 180 (Total Trunk
blocking Groups) or Line 181 (Groups

Line 0189: FGD Groups Exceeding Design Measured) as a percentage
Blocking Objective for 3 months
Line 0190: Other Groups Exceeding Design Must be broken out among BOC,
Blocking Objective for 3 months affiliate, other

Number ofreports of Exchange Access Analogous to ARMIS 43-05
common transport busy hour blocking Blocking Report

Must be broken out among BOC,
affiliate, osher

Number of reports of local interconnect busy Analogous to ARMIS 43-05
bour blocking Blocking Report

Must be broken out among BOe,
affiliate, other

Exchange Access Service Average Repair Already report:
Interval TABLE I - lNSTALLATlON AND REPAIR Must be broken out among BOC,

INTERVALS (fnterexchange Access) affiliate, other

REPAIR INTERVALS:
Line 0121: Average Interval (in hours)

Percentage ofexchange access circuit failures Analogous to ARMIS 43-05 Repair
within 30 days of installation Interval reporting

Must be broken out among BOC,
affiliate, other

Billing disputes, measured in amount in New Requirement
disp.ute and as a percentage of billed revenue

Must be broken out amoRg BOC,
affiliate, other



Payment intervals for wholesale services and New Requirement
unbundled elements

Must be broken out amona BOC.
affiliate. other
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Mel Communiations
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006
2028872375

Kimberly M. Kin»y
Senior Manager
FCC Affairs

EX
November 25, 1996

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington, DC 20554

Re: Implementation ofthe Non-Accounting Safeguards ofSections 271 and 272 of the
Communications Act of 1934, as amended; and Regulatory Treatment of LEC
Provision of Interexchange Services Originating in the LEC's Local Exchange Area,
CC Docket No. 96-149

Dear Mr. Caton:

On Friday, November 22, 1996, Tony Epstein and I met with Suzanne Tetreault and Debra
Weiner. The purpose ofthe meeting was to review MCl's position in this proceeding as stated in
MCl's comments. The attached documents were used during the meeting and outline the topics
discussed.

Due to the late hour ofthe meeting two copies ofthis Notice are being submitted to the Secretary
ofthe FCC in accordance with Section 1. 1206(a)(I) of the Commission's rules the next business
day.

Sincerely,

~~~.~
cc: Suzanne Tetreault

Debra Weiner



--*Mel

Mel Telecommunications
eorpor.tion

1801 Pennsylvania Avenue, NW
Washington, DC 20006

Sections 271(e)(1) and 272(g)

The focus of Section 272, and this rulemakjng, is the requirements for SOC separate
affiliates and the competitive safeguards necessary in order to ensure that the SOCs do not abuse
their market power. The focus of Section 271(e)(1) is to prevent, for a limited time, one category
ofinterexcbange carriers from certain marketing practices relating to BOC local services that they
have a right to resell on an unseparated basis. The two sections serve very different purposes.
They are not intended to be interchangeable nor should they be interpreted as such.

Thus the Commission's focus in this proceeding should be that competitive safeguards for
SOC affiliates are necessary in order to prevent the abuse ofmarket power. The 1996 Act
recognizes the BOCs' continuing local market power in a myriad ofways, including stringent
conditions that must be satisfied before granting in-region authority as well as the separation and
other requirements of section 272. These requirements, which are imposed on the SOCs, not the
IXCs, are a legislative recognition that the marketplace already restricts the IXCs with respect to
market power and therefore the BOCs require greater restrictions in order to create a "truly"
level playing field. The legislature did not similarly restrict the !XCs and other new entrants.
Sections 271(e)(I) and 272(g) should be interpreted in a manner that recognizes the vast
differences in market power.

While MCI and other new entrants may have name recognition in the long distance
market, the BOCs have a business relationship with every single residential and business
customer in its region and at least equal name recognition due to advertising paid by captive
ratepayers, including interexchange carriers. MCI must overcome that 100 percent market
disadvantage and will not be able to do so if regulated to the same degree, or even similarly, as
the BOC affiliate. That is why the act does not require MCI or any other interexchange carrier to
provide any local services on a separated basis, including resold SOC services. The restrictions
that the BOCs would impose on the large IXCs prior to the BOCs' obtaining in-region authority
(i.e., separate sales channels for local and long distance services), would create a de facto
separation requirement for IXCs, which is directly contrary to the language, intent, and structure
ofthe 1996 Act.



--*Mel

Mel TelecommunicMions
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006

Noncompliance With Section 272

There are indications that the BOCs are already building in-region LD facilities and engaging in other
preparatory activities in anticipation of in-region LD authority. For example, a September 23, 1996
Telecommunications Reports article quotes Alfred Binford, ChiefExecutive Officer ofBell Atlantic
Communications, Inc. (the long distance unit) as stating that Bell Atlantic intends to complete its in-region
LD network in 1997, about when it expects to receive in-region authority, which means that work is well
underway by now. See attachment.

There are no indications that these ongoing activities are being carried out in confonnance with the
separation requirements ofSection 272, which requires total physical and operational separation between a
BOC's local and in-region LD activities. Thus, local and access raiepayers may well be funding these LD
activities through the application ofthe local service entit.ys resources.

It makes no difference that the BOCs have not yet actually started to provide in-region LD service
and that once they do start, they will be required to provide such services only through separate affiliates in
accordance with the rules established in CC Docket No. 96-149. If ratepayers are funding any part of these
in-region LD activities, or ifthe BOC's local service entity is contributing any personnel or other resources to
such activities, massive cross-subsidies and discrimination will have already taken place before a BOC
receives in-region authority. At that point, the costs associated with building in-region interLATA facilities
will be intermingled with local exchange costs in the BOCs' regulated accounting system. The addition of
these improper costs to local exchange activities will have the effect ofdepressing earnings on services that
are today rate regulated or price capped in the intrastate and interstate jurisdictions. Since the vast majority
ofprice cap or incentive-based regulatory plans are linked to BOC earnings, the addition of costs as
substantial as those required for construction of an interLATA network will have the effect of causing
ratepayers to subsidize their construction. Moreover, the participation ofthe BOC's local exchange entity or
contribution of any of its expertise or other resources to such construction would result in discrimination,
since the BOC LD operation would receive a benefit available to no other entity. Thus, the purposes of
Section 272(b) will have been sabotaged in advance.

Accordingly, the Commission needs to take prophylactic action now, in order to prevent any fwther
harm from the mingling oflocal and in-region LD resources by the BOCs. First, the Commission should
require the BOCs to cease and desist from all further in-region LD construction and other preparation
activities Wltil fmal separation rules can be established in CC Docket No. 96-149. Second, the Commission
should require the BOCs to provide detailed fmancial reports of all activities to date relating in any way to
such activities immediately, including the identification ofwhether plant constructed to date is LD or was
installed to upgrade the local network, and capitalized engineering costs, which reports should be made
available to the public. Third, once separation rules are established in CC Docket No. 96-149, and the BOCs
set up separate LD affiliates in confonnance with such rules, such affiliates should be required to reimburse
the BOCs' local service entities for the resources provided to the LD preparation efforts prior to the cease and
desist order. Such charges should also be reflected in any imputation analysis in reviewing whether a BOC's
in-region LD services cover all of their costs.



HIGHUGH1'I: Bell companies say
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Bella, GTE Lay Out .arttettng8trategl••,
Swap Succe.. Starin at NewYDrk Conference

For what may be the lut time ever, the snen Bell rqional holdinJ companies (RHCs) and GTE
Corp. JOt together last week to discuss their stmtepes for maintaining local exchange market share
while pining long distanCe customers. Wlule the tenor of the oonference was oongenial, speakers were
very aware that others in the room soon will be their oompetitors.

But at least for now, the RHCs remain united apinst a oommon enemy: the intercxchange earri
ers that want to lure away local exchanae customers. "We've JOt a lot more in oommon right now than
we have differences. We can all help each other by being successful," one Bell company executive told
TR. -When one is s\ICCIC$Sful,wc're all success-
ful." The chaDeDie for the RHCs is clear. They
must compete and win in their oore local CE

chan&e service markets if they are to surme.
And, liJce most other telecom service providers,
they are seekin& to beoome "alJ-in-one" providers
of local adlangc, local toll, long distance, wire
less, and video seJVices,

In openinl"renwb at the Sept.·lS COI1fer
ence sponsored by imestIDent bankers Dillon,
Reed 1£ Co., Inc., in New York, Senior Vice Praidcnt William D. VOJCI said his bullish investment
stance ~:tn Bell oompany stocks is based in pan OD tlleir "agreaive markelin(' to position themselves as
full-service providen. He nOted that the BeDs' Q))lective $21 billion marketing efforu have outpaced
those of potential- competitors, inclucliJll ATA:T Corp. But advenising budgets notwithstandinc, WII
Street apparently remains skeptical that the Bells can make a smooth transition from being monopoliits
to aggressive marketers. The Bell oompanics' stock prices have lagged weD behind the projections cif-:
Mr. Vogel and several other ~uy-side" analysts.

But Mr. Vogel addressed industJy and finmcial oommunity naysayers, who point to the intera
chanp carriers'str0Dl brand-identities and national markeliJll experience as evidence that the BeUs
may be doomed when oompetition blossoms in aD teleoom markets. "Evaluations based on brand name
are overly simplistic and reflect a poor understanding of brand strength in the market." he said.

The DiUon, Reed analyst sees a potential for "tremendous sustained growth" among the Bell com-
panies based aD the following factors:

• The low penetration rates for value-added services, such as Caller ID;
• .The increasin& number of new products beilll introduced by the Bells; and
• The diversity of sales channels they now employ to reach new customers,

That message was not lost on the Bell ClccutNeS. Recent RHe adYeniscmcnts, which were a
centerpiece of the oonference, are aimed at extending the Bells' presence beyond their home markets
and traditional product lines. They consistently focus on the same themes: simplicity, technoloJica1
superiority, and familiarity. But each company also has taken a different tack in approacbing-or "re·
approaching," according to some executives---current and future customers.

GTE Pro_pes To 'Help' Cute-"
GTE Telephone Operations, for example, predicates its new advenisinc campai&D on the premise

that consumers are ··confused" and need help in deciding where to turn for telecom services, according
to Clarence F. (Butch) Bercher, President-oonsumer markets. The company is using the Beatles' tune
"Help" in its television advertising.

Telecommunications Reports
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James A-SnIIth, VP'~ctoeaeraJ. MaDIFi'~1oc:aI JDJIbts 'for US WBS'tCommLlliicdons;=JDC.,f ~~'

milbt:ba\i cded his~ pfaentatioll ~'LOCa1ness.w, 'He slid U S"WFSTiftd'm'the'
BeDs mOSt be better at....endnc their markers and "ncandIDi 'kx:a1 caitbmers: '--We b;M'" '" t '

oppOrtUidty to'lJa\le a better~derscmdinl ohnU"loc:a1c:asto1Der.:tban tile compariies entenq ottt'?.." 
markets," be said, noDna that ta1Jded martetin& is US WEST's primary stn.togy for reainiIlfJodlt:~:'

exdJaage marketshare., .. ,~' ~:..!.:.' _" .::;, ,,_ :~_ ,,!11 Ih:'

~. ~~~,~dmi~,~~m~~,is~(or Bell amlPJ:1!i"" ~,~~~.~
our:~,en .'the public utD.ity comm~en and ·std'en: '!t's a new ~dC ~~ \II 'to be able:#! .....
acidrelr variOus martetin&'.atanCIpoints,"'he laid U S WBSr was the IilStltHC,to'UDify its telc:O ,.ra·
dOllS under'a siftIle brand 1UUIle, USWESt' Communications, Inc. And'it was'the lint to' orientIts
business units to market sqmCnts, such as video semeea. telephone operations" and data net1WO,~itc.'_

, " ..t.· '''' '

The new marked. ~rient.ationalso occuionecImore_ fundamental chaDps at U S WEST, ~r..

Smith said. He noted that-the telco has tepKed most ofits senior executives over the IUt threil~
That itoty was afamiliar one to many Bell representatives at the conference. some of whom oaly~~
yeazs • were workiDc fou=olllplDiea such as AT"T. Mr. Smi~ a veteran of the old Bell Syst.·.· "
joined PacificNo~~ in 19'79 and is one of only two seniC;lf manaJels rem~ng froiD ,~~~!W:
naI U S WPSr ComraUhicidoas team, he laid. ' ,- ._. -' ),., , ...

Mr. SlDith abo _eel uotber familiar (if DeW-found) anthem aDlODI the Bells. "We are bemnaiDc
more aDd more riJorous i.- our cuh·8cJw dcciIion maid.." be said. In a competitive eJWil'OlU'De8t
where. no company wiD haw a paranteed income, the Bell companies must "make every IIWbtinc .
dollar axmlw" be aid.. Por cample, U S WEST is working to reduce its JUlkedDg "cyde time"-Ihe
amount of time it tabs to mount a response to a competitor's marketinl initiative. The key is to
respond in "no more, than three days," he said,

"We hue been networlc-eentric businesses, but that is no longer tile cue," Mr. Smith Slid. He
noted dlat at U S WEST, *marketin& is bec:ol'lliDl first among equals, at least in my opinion." U die
Bell mmpanies don't tab advantqe of the unique characteristics of customers in their rqioIa, they
will lose. an inherent advantqe, he warned.

NYNEX W,"" T. leg " ....V... c.....
Brian R. Lane, Group VP.markcting for NYNEX Colp., noted that his company bas IOI'DC:What

more experience with local competition thaD other RHa. But for NYNEX, it is the "aJobllizatioa" 0

tdec:ommunk:ations that is drMna marketinc plans. "New York City is tbe birthplace of local COIDpeti
don. ••We're not amcemed about openinJ the local market," he said. NYNEX is 1ookil1& forward to
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1bat'ssipi~ froID a COlt and muket-·
illl ~;";"1IcSlid, .ecldjPl that about 8OCJ'
of 100& diltancerevcnacs' are· petated by rai
dential CODIUIBen .ndsman b~DeIIC& market
segments Bell Atlantic thinks it can win over.

Mr.,Lane said NYNEX is winniDa bact CUltomen it lost in the intraLATA toll market in New
Yort (caDi plKecnx~tMea New York City'. five boroups).Ncw YOI'brs am presubscribe'to aD

intralATA IOU carrier :IS wen IS lIl.inteJ'elClalDle ~,carrier. .NYNEX has leamed lellODS.~t
market~~""~~..wl hniJti·. baId,__~I~Jbc~wlucQIStO~...~ iIid,
nOuDe~f~ iiiS'6een able ~~~~~bU!t;~an.wbich .~~."!]ot
of innaLATA:UIIl-aDs. '., .

Bell Atlantic currently is leui'nl Sprint
Corp.'s lon,diaaDce services for. resale to cus
tomers in North Carolina, .Micbipn, and TCDS.
It pays Sprint rouply 1.5 cenu per minute for
each can, Mr. Binford said. But after Bell Atlan
tic completes its melJCr with NYNEX. "thc pop
(point of presence]-to-POP cmts wiU be matcrial-
ly smaUer." NYNEX also leases Sprint's lone distanee senoice; it bas sipec1 a contract for Sprint to
cany in-region long distance QUs wilen NYNEX is aUowed to eater that markeL

,~~~ «,~~~Dt.and'c.t~ oIicer:.q,jieu 'Allintic,eommUllicatioDs. ~_
(~.mel:~~-~t~'said,~~ 0Ui iIitadiOD·:ii·.'~ a ItIODI retail poIi~ ill hoth~
exn'C and eJD~...~eta.. Bell Atlantic belieftS its DeW iiIarbu (t.&-.1oaI distance ~)-.haft.
more "uplide~ru cOtebUaness. .. For e:umplc, c:ustoIQCI'.-.e of 1011I distance seMce -is~
in double dij~' UDnke~ aemce,lIO he said. .. . .

. ' '. -:::'1" :J U ''': ":... ~. .;. . : ...' .. ,-, :. : . ' .. ~

.- . "In the '~,~~:it ~i:Us to ~(tnio ~ dJstancc. tbe~~ JlCW ~,~ billion. .~t's $2. "
b~n nso~,ot~cp~ marlin. that we caD 1P after," Mrl:BiDford UI~ Bell Adlll~c apec2I SO
ca' .25.% (lfi~ie . ~'l' 'ctistaDCe caDs by thc '. .- - .•.. .y::~··~.;a~»J~.'~ of the IODI' ...---......-,--------....- .....
diStance calls originaun,'in'BellAtiantic'1 seven ..~ _" AT.,.. BlLUNG . ,.hi
states also tcnuinalc in thole states. AT&T Corp....~ ........

pIIIIIonn providing buaiMu ouatomers oon
1OIdIIted·biIIng and customer HIVice. The
pIIIIIonn.. cihd -AT&T.AlL,- "owe CUllom
.. to c:Mnge their choice of servicea at 8IPf
time wtlhout changing calling pi.., AT&T
said.

The program includes cellular. long dis
tMce, aoc.I~, messaging, Ioc.I toll.
Internet ""'1, c.IIing card.... -500 e-y
Reach-..w.. It wi. be expanded _ new
busm- NI'Yices .. ott.ed, AT&T SIlkI.

1be vehicle for NYNEX's swx:as i. lids market is 1ft opdollll lat-rate pricing plan. It has signed
up l ..7.JPiUiOl(l~bm forUle plan in _1aIt~.year. WMtHYNEX knew the intlaLATA toU,IIW
• ·~d:be'...".eI1O ~~·it~~1DJ~" plan to retain customers, Mr.lMIe
saiel dt.~~;_~~pedIioIlwith canliaionand:~and it targeted sad b......j
n~· ~~,..,.. "'~)leIpedCUllOlDcr~~_Uo.'stimulate4\1131~ which belpec"'o
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Belt Adaritic 'emmates that it wiD cost S250 million"to build a long distance n~rt: in its' mici:. 'v

Atlantic region. Once the network is completed, the oompany would reduce ia transport oosts on in
rqion long distance caDs .", more tban baJf a~!~ ~~'; B4Df0Jd ai~ .lJe ,~d:TR tha~.-.'!'~L. ....
IODI diItancc network in NYNEX's repon would coiflcss thin 1%50 mDlion." Ben At18IifiC'iDiii&~
cqptpIete"its"'IkJu.l997,·aJ~uuhc same ti~e ~ cmpects to QI[a in-rqi(a 1oIIc-disraJt(z'ICnrtt!tL

t..:.-- ,; ... ·T··:r., .~"". '....... "",:- , ".•'"1.. ':1·' ,",.. . .... - •. ... ".;.~. . : o:"':t1.';' :-

~(_t~.~~~ Ad~tic prOdUc;t~,bave~ put in pla~:ci.jotbatJODl.~~.~
p~Cr~~'Mt:~DforcrSii4"nc"Company alsO hi:s bc;cn iuftnin&PlI:Crlc~ wi~ iu SPOk~~~IA
Jata!c(Earl Jon~proj~~U Atlantic'i "total provider"~ "ID evay·month, well oy.cr a, ~:J;~'
lioD·cUstDili.ers·ask us 'aboutBeD Atlantic 10111 distance setVice," Mr. BinfOrd said. ..And when BeIlIi, ".
Atlantic has satisfied feckral requirements 'for providinc in-re&ion 10111 distanCe services. -We'll be aie
to ut,.~you use Bell AdaD~cfor all your lone di~nce needs?'" Mr. Binford ezpects that~ .
AtWJ~s- telco ill MalylIIld-will be the RIles fi~ to meet taluiJemcDU of the uoompetitive cbeckIiIt"
spelled out in section 271 of th~ Tclecommunications Act of 1996. (01eddist requirements must be:
met before.•.Bell compall)' provides in-~gion interlATA services.) . _,;!.

"~ .... :.. .. . .. ,.,,:," ..:.
BeD Atlantic abo is keepinC. dose eye on the intraLATA toll market. espUially in Pennsylvania .

aDd New Jenet', which constitute more than half of Bell Atlantic's Sl~ biBion iDtraLATA toll fraachise.
Last month Bell Atlantic introelucecl a flat-rate pricing plan in NewJeney. In Pennsylvania, it isolfer-'
ia& vario\lS,intralATA toll discount plans that are offset by hikes in the price of directory assist-..ce '
aDd "'0+-...~~ :-::"-: ..

".'.h PIa. UP ..... Ne'
For BeIISouth Telecommunication~ Inc.. new OOIIlpetime opportunities preseat new dlaDen,es.

Test muketin, over the ·last rwo years sbowed that BeJlSouth ""wasn't being Jiven credit" for its teebDo
1000000Ieadership and its hip semce quality, said Charles B.~ Group President..custolDcr opera
tions. Pan of the problem iJrvolved the consoUdation of BeIlSouth's telco operations under thc sinpc
brand name used today.

. In ()cu)ber 1995, fewer than 304J& rccopized thc "BeUSou1h" brand name. So it embarked on an
agresaiYe strate&Y of~nncl building." BeIlSouth's adftrtisin& is pared to tink:iD& tedInolop:al iDfto.:
vatioDs with the needs of ordinal)' people. And like some other BeDs', its ad c:aJDP"ips also~
stressed the unique features of its service territory. Today more thaD 8Q41O of the automcn swveyed
recopizc the brand name. Nevertheless, Mr. Cae said, Bell mrapanies "'cannot depend on advertising
aDd marltetiDl alone." They "'mUll deliver on (senice] promises every day. Service quaUty is number
one on our list; it should be number one on anyone's list," he said

For eample, the company has sua:eeded with its Uwstomer-dcsircd due datc" provisioning Jyltem.
wIiidl aDows customers to decide when to receive thc monthly telephone biB. elJ!vel)'body lewes it." Mr.
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, ~mas'Jl·lleiman,'Pteiidein.product mma,ement at Amerited\ Corp:, was 'quiet to DOte, wrbere
are some cIi~~nccs emeqiDJ amoDI the Ben corapmies, and,not just in the different adwltisin&
cxmapanies"We use. Ifyou Jocus only on pinin& or ICline market share, you ~iss .the bi& picture." .,
Amcritech,'for CDJDple, is focused 1_ OD market sepaents and more on produc::u. 'Trocluct DWllIe
ment has been a nondeYeloped dildpline in communications. ••We became serious about it four yean
-eo as we beJUl acquirinepr~ manaprs" from other industries, be said.
-J" . ' 0 ' • • " • .- '

Ameritech also has been trying to show bow its teehnolo&Y c:in affect the lives of ordinary Ameli
cans.; But it lias taken tbat·eftOn farther than other BeD compMies. Ameritech operates the "Human
Factors" propam to test-market its producas in small toWnS. This testing early in the development .
eyde helps to ensure that Ameritech's products (interac:tWe lV, for example) are easy muse and un
de~tan<l. ~. Reiman said.

, , Ameritech has several produc::G under dcvelopment-a family ofwice.reG)pitioD pIOducts. for 0

CDD*pIC. ADd Mr. Reiman said there is a ~stron(' customer need for its speaker JD~ computerized
trainm,. national direcaol)' assistance, and asynchronous digitalmblcriber line (ADSL) otferiDp. He is
panicularly excited about Speaker ro, which verifies a spcake(s YOice pattern. The aJI1IPIIIY multeu it
to law enforcement agencies as a metllod of monitoring home-incaI'CC.rated criminals. In one deal.
Ameritech sold the system to a law enforcement ageney, which now rescUs it at a markup to prisoners
wbo .want to be incarcerated at bome. .

Asked what Ameritech bas "learned from local competition in MXbipn,.. Mr. Reiman said, "Cus
tomers eel confused and they don't want to be confused. They JOt tired of the long distaDce wars."
Competing on price isn't goine to attract customers, be added, because pricing systems often are con
fusing. Reprdinc other markets, Mr. Reiman said, "Our cable TV experience is wonderful. We mID
pete with cable TV compuies that have franchilCS aD over the country, but they CO in to do somethin&
special only in the markets we're in." Ameritcc:h operates several cable 1V companies in Ohio and Wi
nois and is buildin& its own systems in several states.

PadIic BeD Plv!ns fer 1.M& Distgce Nt

Elizabeth A. Fetter, President of the Industry Markets Group at Pacific Bell, hiPJilhted her
cxnnpany's "reG)rd year" for wholesale sales that surpassed c:ompuy projections. The number of new
lines served also bas bounced back this year: 432,000 between January and June. That's a 4OO'D in
crease over last yeat's performance and lSO% better than the company's four-year ave~ for the tirst

.. :t :". . .•
~dDJ. 101.•p.aftcr cxiJtiDI CUltalDcn," Mr. Cae IIid. 1bat's a JOOd strateI,J for BeH

South, which sena 22 mOtion access tiDes and has enjoyed a~ powth rate in ¥erticaJ semces in the
lISt year. 1bis year Mr. Coe expectS BellSouth's venical serrice reveaues to CJC"d $1 billion for the
first time....:-tbere is enormous opportunity ill venical services Jfowth when you consider (that) penetra·
tion ~~ jfor"w:h sc.rviccs} ~e low," he said.

0' ButJ1l~ vertical.features is~.Mr. Ole llid CoDsumers JCI~ about cxmaec:tiD& a
~,wltb abraild name. -Prom" aiItoIiIer scaildpOim, 'beiD& a tcdmolol)' leader is irreIC¥aIIL
Vou\re"lOt to-find ..·wayto makctedaloJo&ymarketlble;"" BeUSouth was-able to'use the OIympicr1lt
communicate how its tedmololY enabled people aD over the .arid to experience tbe 1996 Summer
Games. . . ..
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- COCOiaid. -AiacfibC telco-chaiipd Iii piiDoIopbyteWiid~~ .,y.i~~Ie rao..
~" lutioD" over ..operatiORaI· eIIc:i~ '.~ ,like mOIl'..... WIled to lDeasure its ability 10 nspond
1 . 10 customer~ by bow ionia depinleent toot to-:jJiII the ploblem to another dcpartmalt.
f ~ we.IDCiI1IR bow often. pro1JIcIIl is-raoMd after the:IIIt'cm&vaICr aIlL- he Mid... .
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.. montbs ill each.i)f dIIDIe JCUL ,~...,.d.d tbat the 6DaDdaS··~.,:1onJhas repnW
Pacific BeD'. parent CCJIIII*IY,hcitic Telais Oroup. U IIIIODIIbe weak_ lUICL.·

-.. ,r ,. ~"." •.• ... .'. . • '. ' , • ~...... • ~ •

.hdtic h8s luftued from· a cbronicaDy slumpi.. CaUfomia CCOAOIIIJ for lC\'CIalycan, whicb it
blames in,part for itt aaaIiie __ line powth over the put two years. 11 also took tiDlllCial hits tmCll
PacIfic Telesisspm·off its·unrePJated aemce UDit, AilToudl Coullmie:atiani. Inc., in .1994.aDd the: .
telal dnstically e:ut.lWitdled ICIl:CIa rates in 1995. Now those moves are bcJiDDiDl to pay o~ said Ms. .
Fetter. California bas the lowell switched. access rates in the count!)'. a~naiDl2 cents to 3 cents 1

minute. In contrast, Teas hu one of the hi....est rates, nearly 12 cents a minute on aver•.

'IboK tipnSd. be wI)' important as the baule. (or 1011& distance Qlltomen heats up next year,
ML·Eetta _lOCIItfoIaia· is I,...... market for IoDI cllIIDCe cd.... Neady'2S~ of lIf;tJ:s.,~.
ctiRamr:'pbaae c:III5.....iD·.state.' AIMlthe biJb 1OhIaIe, 6he aid, makClI ~Plc:ific 'Bell .-'bI~~
target for the intetCWlilDp c:aniers because~ stakes are'biper."California'accounts for aD~~

mated 20% of AT&Ts total oriainatiD& minutes of use, 19% of MO Telecommunications Corp. 's.' z:l%
of Sprint'S, and 17% of WorldCom, Inc's.

..LIke·~On'ttie..~eT.·co....~~T~I_' is:~ a mo~;~straiqy to h~l~~
to CUstomcri m'ltS local· semce markets.... Pldfic ... tJ:Yi1Jl ~m_ r~e.as attiactive as posaibl~~,";;'

potential market·~traIdS•. 'lbatfs abc best way it c:an prae~ revenue as (X)mpetition !legit\$, Ms.:.t : 'I.,)

Fetter said. . ..... . -' . •. - ,\ ~ '1'Ubb

She cited "four ways you CIID serve customen in a COlDpetitift environment: (1) a clear sal~1D
whicb you.retain Ibe customer aDd'provide aD tile servicca; (2)~e at, say. a 10% discount (otrtlle't}.J
retail rate]. Inwidell,.. keep dae~DetWOrt trdIc; (3) near sale, in wbidl you don't cany the tratI~ ..
only seD the linkbetweel1 the CUItDIIIer and the~ prcJYidcr; and (4) no sale." She added, ~e're
beiq very agressive about neJOdatilll with CIOIIlpetitive LECs to make resale as attractive as pOSlibie .
and 10 retain as mUCh revenue _re as possible." ':'.'!'~

•. .:: 1(.'

SIC l.toks T. ?r!Ier' 0....... '. '.~:'

lames D. GaIIenmore, VP-lDarketing for SBC Communications Corp., noted that his company.
"makes a bi& distinction between the rules of CDPFmCDI and preparing for oompetition. My job 'fs ~
be ready to compete, no matter What the rules are." He hiJhlipteel Southwestern Bell Telephone CO.ti
preemptive moves to block future Competitors from pining a foothold in its local marltets."'~·~1

Fori~ -Wc knew competitors would attack multidweUina units" u a market-entry sttateeY,
Mr. GaUenmore aid. So Southwestern Bell staned a program three years aao to sip mUltiyear COD
tracts cxwering local and 10RI distance access services to bie apartment buildinp. It now has about 900
complexes under aJRtnCl, preserving about 200,000 "highly threatened consumers."

Mr. Gallenmore also trumpeted "Local Plus," Southwestern Bell's flat-rate caUing plan for intra
LATA toll caUs. It plans to roll out the service in its fint major market this year-the Dallu/Fort
Worth area. Southwestern Bell has taken 12,000 advance orders for the plan throup a "'limited. hi&bIY
tuFted" marketilll campaip that didn't include direct mailings or broadcast adYertisiftl, he said. 'lbat
experience has led SBC to say• "Yes, we are believers in flat-rate long distance services," he remarked.

ute most ouaer Bells, Southwestern Bell is concentrating on target marketing to take aelvan. of
unique populations in its service territory. For example, the company serves many Hispanic customers.
If the planned melJer with Pacific Telesis takes place, the aew company would serve 25% to 50% of
the total U.S. Hispanic plpulation-a croup with high rates of international caUing, Mr. GaDenmore
noted. Southwestern Bell is tarpting this population, as weD as "busy households and campus popula-
tions." These customen represent a natural adYan. for Southwestern Be1l, he said. [J
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